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EXECUTIVE CHAMBERS
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June 27, 2007

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fourth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:

This is to inform you that on June 27, 2007, the following bill was signed into law:

HB1291 HD1 SD2 A BILL FOR AN ACT RELATING TO THE
EMPLOYEES' RETIREMENT SYSTEM.
(ACT 215)

Sincerely,

ZENZY,

LINDA LINGL
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Approved by the Governor

on L2 ' ACT 215

HOUSE OF REPRESENTATIVES 1291
TWENTY-FOURTH LEGISLATURE, 2007 H B N O HD. 1
STATE OF HAWAII re " sD.2

A BILL FOR AN ACT

RELATING TO THE EMPLOYEES' RETIREMENT SYSTEM.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAIL:
SECTION 1. Chapter 88, Hawaii Revised Statutes, ls amended
by adding to part II a new section to be appropriately

designated and to read as follows:

ngERB~ Erronecus contributions from cggpensation of class

¢ members; contributions from overpaid compensation. Regular

interest shall be credited to a class C member on any deductions

erroneocusly made from the compensation of the member and paid

into the annuity savings fund. The interest shall continue

until the earlier of;

(1) Refund of the deductions to the member; or

{2) Return of the deductions to the membexr's employer.

The foregoing shall not require the payment of interest on

deductions made from any amounts that exceed the compensation to

which a member is entitled."

SECTION 2. Section 88-21, Hawaii Revised Statutes, is
amended by amending the definition of "child or children" to

read as follows:

anchild or children™:
HBE291 sD2 LRBVO? -3981. doc
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H.B. NO. %,

8.0.2

(1) A natural child of a member;
{2} A legally adopted child of a member; or
(3} A [fester—ehild-or] stepchild of a member:
{A) Who lives with a member in a regular parent-child
relationship; and
(B} For whom the member has become the child's legal
guardian or has been awarded legal and physical
custody of the child pursuant to a valid court
order.”
SECTION 3. Section 88-29, Hawaii Revised Statutes, is
amended to read as follows:
r§g8-29 Officers, employees, legal adviser. The board [ef
trustees] shall elect from its membership a chairperson, and by
a majority vote of all its members, shall appoint an
administrator and a chief investment éfficer who shall be exempt
from chapter 76 and serve under ana at the pleasure of the'

board, [Bffesctive—July-Fr—1882—the—satary] Effective July 1,

2007, the salaries of the administrator and chief investment

officer shall be set by the board[+previded-that-the-salary

established-under-seetion 26-53]. The board shall engage

actuarial and other services as shall be required to transact

HBlE91 SD2 LRB 07-39%81.doc
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the business of the system. The compensation for all services
engaged by the board, and all other expenses of the board
necessary for the operation of the system, shall be paid at
rates and in amounts the board shall approve.

The éttorney general or an appointed representative may
serve ag legal adviser to the board [6%«%*&6%&5&} or the board
[of—-trustees] may select its own legal counsel.”

SECTION 4. Section 88-51, Hawaii Revised Statutes, is
amended to read as follows:

"§88-51 Membership service generally. Membership sexrvice
includes:

(1) Service by an employee rendered since becoming a

member; |

(2) Service rendered prior to becoming a member but [+]

subgsequent to:

(a) [subseguent—Ee] Janvary 1, 1926, by an employee
of the State; or
(B) [subseguent—te] January 1, 1%28, by an employee
of any county;
(3) .Service as an employee of the federal government where
the function carried on by the federal government has

been transferred to the State or any county, or where

381291 Sb2 LRB 07-3981. doc
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the employee has been transferxed'tc the federal

government and subsequently retransferred to the State

or any county;

(4) Service rendered by an employee in the office of the
delegate to Congress from Hawaiil, or service rendered
by an employee in the office of a representative or a
senator to Congress from the State; provided that:

() [the] The employee was a member of the system
jmmediately preceding the time the employee
renders [sueh] the sexrvice;

(B) [£ke] The employee reenters the service of the
State or county within one year after termination
of [such] the service; and

(C) [the] The employee has, to the satisfaction of
the board [ef—Erustees], walved the employee’s
right to any credit under the Civil Sgrvice

Retirement BAct (5 U.S.C.A. [2883)] Sections 8301

to 8351), as amended, or the Federal Employees

Retirement System Act (5 U.S.C.A. Sections 8401

to 8479), as amended, based upon [sueh] the

service;

HB1291 SD2 LRB 07-398l1.doc
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H.B. NO. #e:

8D, 2

provided furiher that credit for [seeh] this service
shall not exceed eight years;

service aé an émployee of the Hawaii territorial
guard;

Service while engaged.in professional improvement
puxsuant tolan approved leave of absence for [sueh]
that purpose, with or without pay;

Service between the years 1941 and 1947 with federal
defense agencies, where the employee wag employed by
the government before the wartime service, went into
defense work at the direction of the employee's
employer, and returned to government service at the
end of the wartime service; provided that these
circumstances shall be verified by evidence
satisfactory to the board [ef-trustees];

Service, not exceeding four years, in the military
service of the United States during the period 1941-
1949 rendered by an employee who was employed by the
Territory or county prior to the employee's induction
into the military and who subsequently returned to
employment of the Territory or county following the

employee's discharge;

H::. El‘
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(10)

{11)

{(12)

{13}

H.B. NO. sz

8.D.2

Service repdexed prior to becoming a member as a.fullw
time employee at the Leahi Hospital or Pahala
Hospital, now known as Ka'u [Gemexad] Hospital,
puunene Hospital, Waimea Hospital, Waimea, Kauai,
Haliimaile Dispensary, and Paia Hospital and Pioneer
Mill Hospital;

Service iendered prior to becoming a member as a full-
time sheriff or deputy sheriff in the office of the
sheriff;

The period of time when a member was absent from work
because of injuries incurred within the scope of the
member's employment and who has received workers'
compensation benefits prior to July 1, 1967;

gervice rendered as an employee of the legislature
during any legislative session;

Service as a school cafeteria manager or worker if
paid by the State regardless of the source of funds
from which paid; provided that twelve months' service
shall be credited for the time [sueh-a—persen] the

cafeteria manager or worker was working on a [aine~

menth] nine-month, ten-month, or eleven-month schedule

during a school year; and

HB1291 $D2 LRB 07-3981.doc
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{14{ Service rendered as a trustee of the office of
Hawaiiap affairs during the period of July 1, 1993,
through June 30, 2002.
Membership service shall only be credited for any period
for which the member makes the [reguired] contributions to the

system[-] if required by pérts II, VII, and VIII of this

chapter.”
SECTION 5. Section 88-59.5, Hawaii Revised Statutes, is

amended by amending subsection (a) to read as follows:

"({a) Any member who on July 1, 19%1, was serving or
previously served as an assistant clerk or assistant sergeant at
arms of either house of the legislature and‘becomes eligible for
retirement benefits as a class A member as provided under

sections 88-73(a), [8&8-4+{43)+] 88-74{a}){3), and 88-76 shall be

entitled to full service credit as a class A member for any

eligible service prior to July 1, 1991; provided that:

(1) The member claims those years as membership service
credit and purchases that membership service credit in
accordance with section 88-59; and

(2) Notwithstanding any other law to the contrary:
(A} If the member was a class A member of the systenm
and elected to become a class C member pursuant

HBl291 Sp2 LRB 07-3981. doc
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to section 88-271, the member repurchases all the
years of service as a class C member in
accordance with the procedures under section 88-
59 to regain standing as a contributory member;
and
{B) A class C member shall be credited for service as
an assiataﬁt clerk or assistant gsergeant at arms
under section 88-59 in a lump sum nonrefundabie
payment and receive retirement benefits as
provided in this section.”
SECTION 6. Section 88-62, Hawail Revised Statutes, is
amended by amending subsections (a} and (b} to read as follows:
n{a) If a former member who has less than five years of
credited service and who has been out of service for a period of
four full calendar years or more after the year in which the
former member left service, or if a former member who withdrew
the former member's accumulated contributions returns to
gservice, the former member shall become a member in the same
manner and under the same'conditions as anyone first entering
service; however, the former member may obtain meubership
gservice credit in the manner p?ovided by applicable law for
credited service that was forfeited by the member upon

HB1251 SD2 LRB 07-3981.docC
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ter&inaticn of the_mamﬁer*s previous membership. If the member
did not withdraw the former member's accumulated contributions
prior tc the former member's return to service, the accumulated
contributions shali be returned to the member as part of the
process of enrolling the member in the system if the member's
accumilated contributions are $1,000 or less .at the time of
distribution. If the accumulated contributions for the service
the member had when the menber prgviously terminated employment
are greater than $1,000 and the member does not make written
application, prior te or contemporaneously with the member's
return to service, for return of the accumulated contributions,
the member may not withdraw the membex's accumulated
contributions, except as provided by section 88-96 or 88-341,

until the member retires or attains age sixty-two. The member

'shall not be entitled to service credit by reason of the

gystem's retention of the member's accumulated contributions for

' the service the member had when the member previously terminated

employment.

To be eligible for any benefit, the member shall fulfill
the membership service requirements for the benefit through
membership service after again becoming a member, in additiom to

meeting any other eligibility requirement established for the

HB12391 SI}2 LRBE G'? 3981 doc
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benefit; provided that the membership service requirement shall
be exclusive of any former service acquired in accordance with

gection 8B-59 or any other section in'lehée} part{+} Il, VII, or

VIII.

{b) If a former member with less than five years of

credited service and who did not withdraw [kis] the former

member's accumulated contributions returns to service within

four full calendar'years after the year in which [hke] the former

member left service, [he] the former member shall again become a
member in the same manner and under the same conditions as

anyone first entering service, except that [he] the member shall

be credited with service credit for the service [he] the member

had when [ke]l the member terminated employment and [hie]:

(1) If the member returns to service as a class A or class

B member, the member's new and previous accumulated

contributions sghall be combined{+]; or

{2) If the member returns to service after June 30, 2006,

as a class H member, section 88-321(b) shall apply."

SECTION 7. Section 88-74, Hawail Revised Statutes, is

amended to read as follows:

HB1291 SD2 LRB 07-3981.doc .
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"g88.74 Allowance on service retirement. (a) Upon

retirement from sexrvice, a member shall receive a maximum

retirement allowance as follows:

(1)

If the member has attained age fifty-five, a
retirement allowance ¢of two per cent of the member's

average final compensation multiplied by the total

" pumber of years of the member's credited service as a

class A and B member, excluding any credited service
as a judge, elective officer, or legislative officer,
plus a retirement allowance of one and one-fourth per
cent of the member’'s average final compensation
multiplied by the total number of years of prior
credited service as a class C member, plus a
retirement allowance of two per cent of the member*s
averége final compensation mgltiplied by the total
number of years of prior credited service as a class H
member; provided that:
() After June 30, 1968, if the member has at least
ten years of credited service of which the last
five or more years prior to retirement is

credited service as a firefighter, police

HB1291 SD2 LRB 07-3981. doc
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(B)

()

(D)

(F)

H.B. NO. e

8D.2

officer, oi an investigator of the department of
the prosecuting attorney;

After June 30, 1977, if the member has at least
ten years of credited service of which the last
five or more years prior to retiremen; is
credited servicé'as a corrections officer;
After June 16, 1581, if the ﬁember has at least
ten years of credited service of which the last
five or more years prior to retirement is
credited service ag an investigator of the
department of the attorney general;

Aftexr June 30, 1989, if the member has at least
ten years of credited service of which the last

five or more years prior to retirement is

credited service as a narcotics enforcement

investigatoxr;

aAfter December 31, 1993, if the member has at
least ten years of credited service of which the
last five or more years prior to retirement is
credited service as a water safety officer;
After June 30, 1994, if the member has aﬁ least

ten years of credited service, of which the last

831291 SD2 LR.B 07-3%81.doc
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five or more years prior to retirement are
credited service as a public safety
investigations staff investigator;
(@) After June 30, 2002, if the member:
{i) Has at least ten years of credited service
ag a firefighter;
{ii) 1Is deemed permanently medically disqualified
due to a service related disability to be a
firefighter by the employer's physician; and
(iii) Continues employment in a class A or B
position other than a firefighter; and
(H) After June 30, 2004, if the member:
(i} Has at least ten yeais of credited service
ag a police officer;
(ii) 1Is deemed permanently medically disqgualified
due to a service related disability to be a
police officer by the employer's physician;
and
(iii) Continues employment in a class A or B
position other than a police officer;
then for each year of service és a firefighter, police
officer, corrections officer, investigator of the

HB1291 8p2 LRB 07-3981.doc "
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H.B. NO. #e:
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department of the prosecuting attorney, investigator
of the départment of the attorney general, narcotics
enforcement investigator, water safety officer, or
public safety investigations staff investigator, the
retirement allowance shall be two and ocne-half per
cent of the member's average final compensation. The
maximum retirement allowance for those members shall
not exceed eighty per cent of the member's average
final compensation. If the member has not attained
age fifty-five, the member's retirement allowance

shall be computed as though the member had attained

age fifty-five, reduced [4in-aceerdance-with-factors—of

HB1291 SD2 LRB 07 3981 doc
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regular—interests] for age as provided in subsection

(b} ;

[43+] (2) 1If the member has credited service as a judge,
the member's retirement allowance shall be computed on
the following basis:

(A) For a member who has credited service as a judge
before July 1, 1999, irrespective of age, for
each year of credited service as a judge, three
and one-half per cent of the member's average
final compensation in addition to an annuity that

is the actuarial equivalent of the member's

HB1291 SD2 LRB 07-3981.docC »
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(B)

{C)

H.B. NO. s

8.D.2

accumulatéd contributions allocable to the period
of [suweh] service; and

For a member who first earned credited service as
a judge after June 30, 1999, for each year of
credited service as a judge, three and one-~half
per cent of the member's average final
compensation in addition to an annuity that is
the actuarial eqguivalent of the member's
accumulated contributions allocable to the period
of [sueh] service. If the member has not
attained age fifty-five, the member’s retirement
allowance shall be ccmpﬁted as though the member

had attained age fifty-five, reduced [im

aetuary+] for age as provided in subsection (b);

or
For a judge with other credited service, as
provided in [paragraphs] paragraph (1) [and—{23}].
If the member has not attained age fifty-five,
the member's retirement allowance shall be

computed as though the member had attained age

HB1251 SD2 LRB 07-3981.doc w
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HB1291 SD2
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H.B. NO. o

sD.2

fifty-five, reduced [4

upen—the-advice-of-the—aekuarys] for age as

provided in subsection (b); or

{D} For a judge with.credited service ag an elective
officer or as a legislative officer, as provided
in paragraph [443+] (3} .
No allowance shall exceed seventy-five per cent of the
member's average final compensation. If the allowance
exceeds this limit, it shall be adjusted by reducing
the annuity included in subparagraphs (A} and (B) and
the portion of the accumulated contributions specified
in the subparagraphs in excess of the requirements of

the reduced annuity shall be returned to the member [+]

upon the member's retirement or paid to the member's

degignated beneficiary upon the member's death while

in service or while on authorized leave without pay.

The allowanga for judges under this paragraph,
together‘with the retirement allowance provided by the
federal government for similar service, shall in no
case exceed seventy-five per cent of the member's

average final compensation; orxr

LRB 07-3981.doc
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8.D.2

{3} If the member has credited service as an elective

officer or as a legislative officer, the member's
retirement allawance shall be derived by adding the
allowanceeg computed separately under subparagraphs
()}, (B}, {C), and (D} as follows:
{A) Irrespective of age, for each year of credited
| service as an elective officer, three and one-
half per cent of the member's average final
compensation as computed under section B88-
8l(e) (1), in aﬁdition to an annuity that is the
actuarial eguivalent of the member‘’s accumulated
contributions allocable to the period of service;
and
(B} Irfespective of age, for each year of credited
service as a legislative officer, three and one-
half per cent of the member's average final
compensation as computed under section 88~
81(e) (2}, in addition to an annuity that is the
actuarial equivalent cf the member's accumulated

contributions allocable to the period of service;

HB1231 SD2 LRB 07-3881.doc¢
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H.B. NO. #e:

8.D.2

if the member has credited service as a judge,

the member's retirement allowance shall be

computed on the following basis:

(i)

(ii)

For a member who has credited service as a
judge before July 1, 1999, irrespective of
age, for each year of credited service as a
judge, three and one-half per cent of the
member’'s average final compensation as
computed under section 88-81{e) (3), in
addition to an annuity that is the actuarial
equivalent of the member's accumulated
contributions allocable to the period of
[sueh] service; and

For a member who first earned credited

service as a judge after June 30, 1999, and

has attained the age of fifty-five, for each

year of credited service as a judge, three

~and one-half per cent of the member's

average final compensation as computed undexr
section 88-81(e) (2}, in addition to an
annuity that is the actuarial eqﬁivalent of

the member's accumulated contributions

HB1291 SD2 LRB 07-3981.doc .
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H.B. NO. #o:

D2

allocable to the period of [sueh] service.
If the member has not attained age fifty-
five, the member's retirement allowance

shall be computed as though the member had

attained age fifty-five, reduced [im

advice—of-the-aepuarys] for age as provided

in subsection {b); and

For each year of credited service not included in
subparagraph {A), (B}, or (C), the average final
compensation as computed under section 88-

81{e) (4) shall be multiplied by two per cent for
credited service earned as a clase A or class H
member, two and one-half per cent for credited
service earned as a class B member, and one and
one-guarter per cent for credited service earned
as a class C member. If the member has not
attained age fifty-five, the member's retirement

allowance shall be computed as though the member

"had attained age fifty-five, reduced [im

20
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{b)

actuary-] for age as provided in subsection (b).

The total retirement allowance shall not exceed
seventy-five per cent of the member's highest average
final compensation calculated under éection 88~
g81{e) (1), (2), (3}, or {(4). If the allowance exceeds
this limit, it shall be adjusted by reducing any
annuity accrued under subpéragraphs {a}, (B}, and (C)
and the portion of the é¢cumulateé contributions
specified in these subparagraphs in excess of the
requirements of the reduced annuity shall be returned

to the member[+] upon the member's retirement or paid

tc the member's designated beneficiary upon the

member's death while in service or while on authorized

leave without pay. If a member has service credit as

an elective officer or as a legislative officer in
addition to service credit as a judge, then the
retirement benefit calculation contained in this
paragréph shall supersede the formula contained in
paragraph [433-] (2).

Except as provided in subsection {(a), if a member has

not attained age fifty-five at the date of retirement, the

331291 SD2 LRB 07-3981.doc
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membér’s retirement allowance shall be reduced, for each month

the member's age at the date of retirement is below age fifty-

five, as follows:

(1) 0.4166 per cent for each month below age fifty-five

and above age fortv-nine and eleven months; plus

{2) 0.3333 per cent for each month below age fifty and

above age forty-four and eleven months; plus

{3) 0.2500 per cent for each month below age forty-five

and above age thirty-nine and eleven months; plus

{4) 0.1666 per cent for each month below age forty;

provided that no reduction shall be made if the member has at

least twenty-five vears of credited service as a firefighter,

police officer, corrections officer, investigator of the

department of the prosecuting attorney, investigator of the

department of the attorney general, narcotics enforcement

investigator, public safety investigations staff investigator,

sewer worker, or water safety officer, of which the last five oxr

more years prior to retirement is credited service in these

capacities.”

SECTION 8. Section B88-74.6, Hawaii Revised Statutes, is

amended to read ags follows:

HBl291 SD2 LRB 07-3381. doc w
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»[f]§88-74.6(}] VUnreduced allowance on service retirement;

when applicable. In addition to those positions identified in

gection [88-74{%}+] 88-74(b) and notwithstanding any law in this

part that requires a member to attain age fifty-five to qualify
for an unreduced sexrvice retirement allowance, if the member has
at least thirty years of credited service through June 30, 2003;
twenty-nine years of credited service on or after July 1, 2004;
twenty-eight vears of credited service om or after July 1, 2005;
twenty-seven years of credited service on or after July 1, 2006;
twenty-six years of credited service on or after July 1, 2007;
and twenty-five years of credited service on or after July 1,
2008, as an emergency medical technician, of which the last five
or more years prior to retirement is credited service in that
capacity, then upon retirement and irrespective of age, that
member's service retirement allowance shall not be reduced for
actuarial purposes.” |

SECTION 9. Section 88-76, Hawail Revised Statutes, is
amended to read as follows:

"§88-76 Allowance on ordinary disability retirement. Upon
retirement for ordinary disability, a member shall receive a
maximum retirement allowance of one and three-fourths per cent
of the member's average final compensation for each year of

HB1291 SD2 LRB 07-3%81.doc "
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credited service; except that for each year of credited service
as a judge, an elective officer, or a legislative officer, the
member shall receive a maximum retirement allowance computed as

provided in section [88~74{3}—exr—{4}5] 88-74(a) (2) or (3), as

applicable. The minimum retirement allowance payable undex this
section shall be thirty per cent of the member's average final
compensation.”

SECTION 10. Section 88-79, Hawail Revised Statutes, is
amended by amending subsection (a) to read as follows: |

“{ai Upon application of a member, or the person appointed
by the family court as guardian of an incapacitated membexr, any
member who has been permanently incapacitated for duty as the
natural and préximate result of an accident occurring while in
the actual performance of duty at some definite time and place,
or as the cumulative result of some occupational hazard, through
no wilful negligence on the member's part, may be retired by the
board [ef-trustees] for service-connected disability; provided
that:

(1} In the case of an accident occurring after July 1,

1963, the employer shall file with the [beawrd] system

a copy of the employer's report of the accident

HB1291 SD2 LRB 07-3981.doc
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(2)

(3}

(4)

H.B. NO.
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submitted to the director of labar and industrial
relations,

An application for retirement is filed with the
[boaxd] system within two years of the date of the
accident, or the date upon which workers' compensation
benefits cease, whichever is later; |
Certification is made by the head of the agency in

which the member is employed, stating the time, place,

~and conditions of the service performed by the member

resulting in the member's disability and that the
disability was not the result of wilful negligence on
the part of the member; and

The medical board certifies that the member is
incapacitated for the further performance of duty at

the time of application and that the member's

incapacity is likely to be permanent.®

SECTION 11. Section 88-81, Hawaii Revisged Statutes, is

amended by amending subsection (a) to read as follows:

v {a)

average final compensation is the average annual

compensation pay or salary upon which a member has made

contributions as required by [seetieons—88-45—and-88—46+] parts

II, VII, and VIII of this chapter.”
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SECTION 12. Section 88-81.5, Hawall Revised Statutes, is
amended by amending subsection (a) to read as follows:

"(a) Effective July 1, 1996, compensation used to
determine “average final compensation" under section 88-81 and
employee contributions picked up by the employer under section

88-46[+] or 88-326, shall be subject to the annual limit set

forth in section 401 (a) (17} of the Internal Revenue Code of
1986, as amended.”

SECTION 13. Section 88-83, Hawaii Revised Statutes,.is
amended to read as follows:

"E88~83 Election of retirement allowance option. {a)
Upon retirement, any member may elect té receive the maximum
retirement allowance to which the member is entitled computed in
accordance with section 88-74, 88-76, or 88-80, and in the event

of the [memberls] retirant's death, there shall be paid to the

[membexis] retirant's designated beneficlary, or otherwise to

the [membexits] retirant's estatel+] the difference between

[Ehe]
{1} The balance of the member's accumulated contributions
at the time of the member's retirement; and [the]

{2} The retirement allowance an&; if the retirant retired

after November 30, 2004, the post retirement
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allowances paid or payable to the [membex] retirant
prior to death.

In lieu of this maximum allowance, the member may elect to
receive the member's retirement allowance under any one of the
optional plans described below, which shall be actuarially
equivélent to the maximum allowance.

Option 1: The member may elect to receive a lesser
retirement allowance during the member's lifetime. At the
member's retirement, there shall be establisﬁed an amount of
initial insurance that shall be computed on the basis of
actuarial factors adopted by the board. Upon the death of the

retirant, there shall be paid to the retirant's designated

beneficiary, otherwise to the retirant's estate: any balance

remaining in the initial insurance reserve, after deducting the

retirement allowance and, if the retirant retired after November

30, 2004, the post retirement allowances paid to the retirant

prior to death [+—shall-be-paid-te—the—retirant-o-benefielaryr
stherwipe-to-the—retirantig-estatke]. In lieu of the lump sum

balance, the beneficiary may, if the beneficiary is a natural

person, elect to receive an allowance for life based on the
value of the balance; provided that the allowance is not less

than $100 per month. If the beneficiary of the retirant who:
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{1} Retired after Novewber 30, 2004, and

{2} Dies after June 30, 2007,

elects to receive the allowance in lieu of the lump sum balance,

there shall alsc be pavable to the beneficiary an additional

allowance calculated and payable in the same manner as a post

retirement allowance under section 88-90. The additional

allowance shall be based on the original amount of the allowance

in lieu of the lump sum balance, -and shall commence on the first

day of July following the calendar year in which payment of the

allowance in lieu of the lump sum balance is effective,

Option 2: The member may elect to receive a lesser
retirement allowance during the member's lifetime and have those
allowances, including cumulative post retirement allowances, if
applicable, continued after the member's death to the member's
beneficiary designated ét the time of the member's retirement,
for the 1ife of the beneficiary. If the beneficiary dies prior
to the retirant, all further payments shall cease upon the death

of the retirant; provided that for members retiring after

November 30, 2004, if the retirant's designated beneficiary dies
at any time after the retirant retired, but before the death of
the retirant, the retirant, upon the death of the retirant's

designated beneficiary, shall receive a retirement allowance,
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including cumulative post retirement allowances, calculated as
if the retirant had selected the maximum retirement aliowance to
which the [member] retirant is entitled. Only one beneficiary
shall be designated under this option. The beneficiary
designated under this option shall be a natural person, and
benefits under this option shall only be paid to a natuxal
person.

Option 3: The member ma? elect to receive a lesser
retirement allowance during the member's lifetime and have one-
half of the allowance, including fifty per cent of all
cumulative post retirement allowances, if applicable, continued
after the member's death to the member's beneficiary designated
at the time of the member’s retirement, for the life of the
beneficiary. If the beneficiary dies prior to the retirant, all
further payments shall cease upon the death of the retiranﬁ;
provided that for members retiring after November 30, 2004, if

the retirant's designated beneficiary dies at any time after the

retirant retired, but before the death of the retirant, the

retirant, upon the death of the retirant's designated

peneficiary, shall receive a retirement allowance, including
cumulative post retirement allowances, calculated as if the

retirant had selected the maximum retirement allowance to which
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the [member] retirant is entitled. Only one beneficiary shall
be designated under this option. The beneficiary designated
under this option shall be a natural person, and benefits under
this option shall only be paid to a natural person.

Option 4: The member may elect to receive a lesser
retirement allowance during the member's lifetime and provide
some other benefit to the member's beneficiary in accordance
with the member's own specification; provided that this election

shall be certified by the actuary to be the actuarial equivalent

“of the member's retirement allowance and shall be approved by

- the board.

Option 5: The member may elect to receive the balance of
the member's accumulated contributions at the time of retirement
in a lump sum and, during the member's lifetime, a retirement
allowance equal to the maximum retirement allowance reduced by
the actuérial equi?alent of these contributions. Upon the death
of the retirant, all further payments shall cease. Only a
member retiring from service having at least ten years of
credited service or for disability méy elect this retirement

allowance option.
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To receive benefits, the beneficiary must have been
designated by the member in the form and manner prescribed by
the board.

{b) 1In the evenﬁ of the death of a member after the date
of the filing of the member's written application to retire [+]
but prior to the retirement date designated by the member, and,
if the member was eligible to retire on the date of the member's

death, the member's designated beneficiary, or otherwise the

personal representative of the member's estate, may elect to

receive either the death [benefite] benefit under section 88-84
or the allowance under the option selected by the member that
would have been payable had the member retired. The effective
date of the member's retirement shall be the first day of a
month, except for the month of December when the effective date
of retirement may be on the first or last day of the month, and
shall be no earlier than the'later of thirty days from the date
the member's retirement application was filed ox the day
following the member's date of death. The election may not be
made if, at the time of the mémber*s death, there are
individuals who are eligible to receive death benefits under
section 88-85 who have made a claim for the benefits; provided
that, if the &esignateé beneficiary is an individual eligibie to
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receive benefits under section 88-85, the designated beneficiary
may receive benefits pursuant to an election made undexr this
gsection pending disposition of the claim for benefits under

gsection 88-85. If death benefitsg are payable under sgection

88-85, the death benefits sghall be in lieu of any benefits

payable pursuant to this section.

{c) No election by a member under this section shall take
effect unless: |
(1) The spouse or reciprocal beneficiary of the member is
furnished written notification that:

{a) Specifies the retirement date, the benefit option
selected, and the beneficiary designated by the
membex ;

{B) Provides information indicating the effect of the
election; and

{C) 1Is determined adequate by rules [established]

adopted by the board [purswvant—Ee] in accordance

with chapter 91;
{2) The member selects option 2 or option 3 and designates
the spouse or reciprocal beneficlary as the

beneficiary; or
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It is established to the satisfaction of the board

that the notice required under paragraph (1) cannot be

provided because:

(A)

(B)

{C)

(D}

There is no spouse or reciprocal beneficiary;
The spouse or reciprocal beneficiary cannot be
located; |

The member has failed to notify the system that
the member has a spouse or reciprocal
beneficiary, or has failed to provide the system
with the name and address of the member's spouse
or reciprocal beneficiary; or

Of other réasong, as established by [rules—of

the] board [pursuvant-te] rules adopted in

accordance with chapter 91.

Any notice provided to a spouse or reciprocal

beneficiary, or determination that the notification of

a spouse or reciprocal beneficiary cannot be provided,

shall be effective only with respect to that spouse or

reciprocal beneficiary. The system will rely upon the

representations made by a member as to whether the

member has a spouse or reciprocal beneficiary and the
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name and address of the member's spouse or reciprocal
beneficiary.

{d} Each member, within a reasonable period of time before
the member*s retirement date, shall be provided a written
explanation of:

(1) The terms and conditions of the various benefit

options;

{2) The rights of the member's spouse or reciprocal
beneficiary under subsection (¢} to be notified of the
member's election of a benefit option; and

{3) The member's right to make, and the effect of, a
revocation of an election of a benefit option.

{e} The system shall not be liable for any false
statements made to the system by the member or by the member's
employer.

{£) In the event of the death of the retirant within one
year after the date of retirement, the retirant's de#ignated
beneficiary may elect to receive either the death benefit under
the retirement allowance option selectea by the retirant, or the

[benefits—as] benefit that would have been paid under section

88-84 had the retirant died immediately prior to retirement,

less any payments [which-the-retirant] received{+] by the
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retirant; provided that the designated beneficiary may not elect

to receive benefits under option 2 of this section if the

retirant would not have been permitted by applicable law or by

the rules of the board to name the designated beneficiary'as

beneficiary under option 2.

(g) The increase in the retirant's benefit under optioms
2, 3, and, if applicable, 4 upon the death of the retirant's
designateﬁ beneficiary shall be effective the first day of the
month following the date of death of the designated heneficiary.
The retirant shall notify the system in writing and provide a
certified copy of the beneficiary's death certificate. The
system shall make retroactive benefit payments to the retirant,
not to exceed six months from the date the written notification
and the certified copy of the death certificate are received by
the system. The retroactive payments shall be without interest.
(h) Upon a member's retirement:
{1} The member's election of a retirement allowance option
shall be irrevocable; and
(2) The member's designation of a beneficiary shall be
irrevocable if the retirement allowance option elected
by the member is:
(a) Option 2 or 3;
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(B) An option that includes option 2 or 3 in
combination with some other form of benefit
payment; or

{C) Any other option for which the actuarial
equivalent of the option to the maximum
retirement allowance igs determined at the time of
the member’'s retirement based in whole or in part
on the age of the member's designated
beneficiary.

{i} A claim under thisg section by a retirant's or member's

beneficiary for benefits upon the death of a retirant or member

shall be filed no later than three vears from the date of the

retirant's or member's death.”

SECTION 14. Section 88-84, Hawali Revised Statutes, is
amended by amending subsection {(a) to read as follows:

"{a) Upon receipt by the system of proper proof of a
member 's death occurring in service or while on authorized leave
without pay, there shall be paid to the member's designated
beneficiary an ordinary death benefit consisting of:

{1) The member's accumulated contributions and, if no

pension is payable under section 88-85, an amount

equal to fifty per cent of the compensation earned by
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the member during the year immediately preceding the
member's death if the member had at least ome year but
not more than ten full years of credited service,
which amount shall increase by five per cent for each
full year of service in excess of ten years, to a
maximum of one hundred per cent of the compensation;
provided that if the member had at least one yéar of
credited service, the amount, together with the
member's accumulated contributions shall not be.less
than one hundred per cent of the compensation;

If the member had ten or more years of credited
service at the time of death in sgervice, and the death
occurred after June 30, 1988, the member's deslgnated
beneficiary may elect to receive in lieu of any other
payment provided in this section, the allowance that
would have been payable as if the member had retired
on the first day of a month following the membex‘
death, except for the month of December when
retirement on the first or last day of the month shall
be allowed. Benefits payable under this paragraph

shall be calculated under option 3 of section 88-83
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and computed on the basis of section [88-326+] 88-74,

unreduced for age; or

{3} If the member was é}igible for service retirement at
the time of death in service, the member's designated
beneficiary may elect to receive in lieu of any other
payment provided in this section, the allowance that
would have been payable as if the member had retired
on the first day of a month following the member's
death, except for the.ﬁonth of December when
retirement on the first or last day of the wonth shall
be allowed. Benefits payable under this paragraph
shall be calculated under opticn 2 of section 88-83[<]

and computed on the basis of section 88-74."

SECTION 15. Section 88-90.5, Hawall Revised Statutes, is

amended to read as follows:

"{11588-90.5[3] Actuarial assumptions. ({a)

Notwithstanding any provision in [ehapter—-88] this chapter to the

contrary, the board [ef-txustees] may approve the effect of the
post retirement allowance under section 88-50, or of any other
mandatory fixed scheduled increase in the benefits payable under

part II, VII, or VIII, as an actuarial assumption for the purpose
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{b) Subject to the recommendation of the actuary appointed

under section 88-29, the board may adopt, by motion at any duly

noticed meeting of the board, actuarial tables, factors, and

assumptions for the purposes of parts IXI, VII, and VIII. The

tables, factors, and assumptions that are used to compute

benefits shall be in writing and certified by the

administrator.®

SECTION 16. Section 88-93, Hawaii Revised Statutes, is
amended to read as follows:

"§88-93 Named banaficiaries-by members and by formsi
employees; [with-vested-benefit-statusy] effect of marriage,
entry into reciprocal beneficiary relationship, divorce,
termination of reciprocal benéficiary relationshiﬁ, or death.
(a) All written designations of beneficiaries for members and
for former employees [with-—vested-berefit—status] shall become
null and void when:

{1} The beneficiary predeceases the member or former

employee;

{2) The member or former employee is divorced from the

beneficiary;
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{3) The member or former employee is unmarried, and

subsequently marries; or

{4} The member or former employee enters into or

terminates a reciprocal beneficiary relationship.
Any of the above events shall operate as alcomplete revocation
of the designation and, except as provided in sections 88-84 (b)
and {[88-333+{b++] 88-338(b) all benefits payable by reason of the
death of the member or former employee shall be payvable to the
member's or former employee's estate unless, after the death,
divorce or marriage, or entry into or termination of reciprocal
beneficiary relationship, the member or former employee makés
other provision in a written designation duly executed and filed
with the board.

{b) Subsection (a} shall not apply to aétive members who
are former retirants who have returned to service. The
beneficiaries of retirants who return to service may not be
changed except to the extent provided under the retirement
allowance option selected by the former retirant when the former
retirant first retired.®

SECTION i?. 3ecti§n 88-98, Hawaiil Revised Statutes, is

amended to read as follows:
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"§88-38 Return to service of a retirant. (a} any
retirant who returns to employment requiring active membership

in the system shall be reenrclled as an active member of the

system in the same class from which the retirant originally
retired and the retirant's retirement allowance shall be
suspended.

(1) If the retirant returms to service before July 1,
1998, and again retires, the retirant's retirement
allowance shall consist of:

(A) For members with fewer than three years of
credited service during the member's period of
reemployment, the allowance to which the member
was entitled under the retirement allowance
option selected when the member previously
retired and which was suspended; plus, for the
period of service during the member's
réemployment, the allowance to which the member
is entitled for that service based on the
retirement allowance option initially selected
and computed for the member's age,'averaga final
compensation, and other factors in accordance

with the benefit formula under section 88-74 in
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existence at the time of the member's latest
retiremant;‘cr

(B} For members with three or more years of credited

 service during the member's period of
reemployment, the alloﬁance computed as if the
member were retiring for the first time; provided
that in no event shall the allowance be less than
the amount determined in accordance with
subparagraph (A); and
{2) If the retirant returns to service after June 30,

1598, and again retires, the retirant's retirement

allowance shall be computed in accordance with

paragraph (1) {A), regardless of the number of years of

service in the reemployment period.

(b) Any retirant who received the special retirement

incentive benefit under Act 253, Session Laws of Hawaii 2000, as

amended by Act 131, Sesgion Laws of Hawaii 2002, and is

reemployed by the State or a county in any capacity shall:
{1) Have the retirant's retirement allowance suspended;
{2) Forfeit the special retirement incentive benefit and
any related benefit provided by {ehapeefw88¢} this

chapter; and
HB1291 SD2 LRB 07-3981.doc
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{3) Be subject to the age and service requirements under

gection 88-73 when the member agaiﬁ retires.

{c} If a retirant's designation of beneficiary was
irrevocable upon the retirant's initial retirement, the retirant
may not change the retirant's designated beneficiary when the
retirant returns to service or when the former.retirant again
retires.

{d) & retirant who returns to service ghall not be

considered to be "in service®, for the purposes of secticn

88-75, B88-79, 88-84, or 88-85, or any.othei provision of this

chapter providing for benefits arising out of the &isability ox

death of a member. A retirant who returns to service and dies

during the period of reemployment shall be considered to have

retired again effective ag of the first davy of the month

following the month in which the death occurs, except for death

during the month of December when the effective date of

retirement may be the last day of the month.

{4&}+]. (e] The board shall adopt any rules as may be

required to administer I%hewpaﬁgeeee-egj this section.”

SECTION 18. Section 88-251, Hawaii Revised Statutes, is

amended to read as follows:
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«583-251 Applicability. The following provisions of part

II shall apply to this part:

(1)

{2}

{3)

{(4)
{5)

Subpart A, except the definitions provided in section
88-21, unless expressly adopted in section 88-261;
Subpart B, except sections 88-45, 88-45.5, 88-46, B88-
48, 88-52, B8-5%, 8§-59.5, 88-59.6, BB-61, én& 88-62;
Subpart C, except sections 88-71, 88-72, 88-73, 88-74,
88-74.6, 88-75, 88-76, [88-79-] 8B~-80, 88-83, 88B-B84,
88-85, 88-87, 88-88, [88—89;] 88-96, 88-97, and B8-98;
Subpart D, except sections 88-112 and 88-113; and

Subpart E.*®

SECTION 19. Section 88-273, Hawaii Revised Statutes, is

amended to read as follows;

"§88-273 Break in sexrvice; reemployment. (&) Any class C

member who terminates service prior to accumulating ten years of

credited service, excluding unused sick leave,

shall cease to be

a member and shall forfeit all credited service; provided that:

(1)

If the former class C member becomes a member again
within one calendar year from the date of termination,
all service credit for previous service shall be
restored. If the former class C member becomes a

member again more than one calendar year after the
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date of termination, one month of service credit for
previous service shall be restored for each month of
service rendered following the return to membership.

(2) If the former class ¢ member becomes a class A, class

B, or class H member within one.calendax year from the
date of termination, all class C service credit for
previous service shall be restored. If the former
clase C member becomes a class A, class B, or class H
member more than one calendar year after the date of
termination, one month of class C service credit for
previous service shall be restored for each month of
service rendered following the return to wembership.
Subject to the provisions of sections §8-322 and 88-324, the
gservice cxedit restored pursuant to this subsection shall be
class C service credit.

{(b) Any class C member who terminates sexﬁice with a
vested right and who subsequently becomes a class A, class B,
class C, or class H member shall retain all service credit for
previous service and shall be credited with additional service
credit for service rendered following the return to membership.

{c) BAny retirant who retired under the provisions of [paxt

Vii—of—-this-chapter] this part and returns to service requiring
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active membership in the system.as a class C member shall be
reenrolled as an active member, and the retirant's retirement
allowance shall be suspended. When the member again retires,
the retirement allowance shall be the allowance to which the
member wasg entitled under the retirement allowance option
selected when the member previously retired and which was
suspended; plus, for the period of service during the member’'s
reemployment, the allowance to which the member is entitled for
that service based on the :etirement allowance option initially
selected and computed fcr.the.member's‘age, average final
compensation, and other factors in accordance with the benefit

formila of a class C member under gection 88-282 in existence at

the time of the member's final retirement. [Ff—the—memberis

{d) Any retirant who retired under the provisions of I[paxt

¥1:] this part and returns to service requiring active
membership in the system as a class A or class B member shall be
reenrolled as an active member, and the retirant's retirement

allowance shall be suspended. When the member again retires,
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the retirement allowance shall be the allowance to which the
member was entitled under the retirement allowance option
selected when the member previously retired and which was
suspended; plus, for the period of service during the member's
reemployment, the allowance to which the member is entitled for
that service based on the retirement allowance option initially
gselected and computed f&r the member's age, average final
compensation, and other factors in accordance wiﬁh the benefit

formula of a c¢lass A or class B member under section 88-74 in

existence at the time of the member's final retirement. [Ff-the

{e)} Any retirant who received the special retirement

incentive benefit undex Act 253, Session Laws of Hawaii 2000, as

amended by Act 131, Session Laws of Hawali 2002, and is

reemployed by the State or a county in any capacity shall:
{1) Have the retirant's retirement allowance suspended;
{2) Forfeit the special retirement incentive benefit and
any other related benefit provided by [chaptexr-88+]

this chapter; and
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{3} Be subject to the age and service requirements under
section 88-281 when the member again retires.

(f) If a retirant's designation of beneficiary was

irrevocable upon the retirant's initial retirement, the retirant

may not change the retirant's designated beneficiary when the

retirant returns to service or when the former retirant again

retires.

{g) A retirant who returns to service shall not be

considered to be "in service”, for the purposes of section

88-284, 88~285, or 88-286, or any other provision of this

chapter providing for benefits arising out of the disability or

death of a member. A retirant who returns to service and dies

during the period of reemployment shall be considered to have

retired again effective as of the first day of the wmonth

following the month in which the death occurs, except for death

during the month of December when the effective date of

retirement may be the last day of the month,

{h} - The board shall adopt any rules ag may be reguired to

administer this section.®

SECTION 20. Section 88-283, Hawaiil Revised Statutes, is

amended to read as follows:
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"§88-283 Election of ratixement allowance option. (a)
Upon retirement, any member may elect to receive the maximum
retirement allowance to which the member is entitled, computed
in accordance with section 88-282, 88-284, or 88-285, and, if
the member elects to receive the maximum retirement allowance,
the member's beneficiary shall not be entitled to any benefit
upon the member 's death, except as provided in subsection (g).
In lieu of the maximum retirement allowance, a member may elect
to receive the member's retirement allowance under cone of the
options described below, which shall be actuarially equivélent
to the maximum retirement allowance:

{1} p?ticn A: A reduced a;lowanae payable to the member,
then upon the member‘'s death, one-half of the
allowance, including fifty per cent of all cumulative
post retirement allowances, to the member's
beneficiary designated by the member at the time of
retirement, for the life of the beneficlaryl+].  If

the beneficiary dies prior to the retirant, all

further pavments shall cease upon the death of the

retirant; provided that for members retiring after
November 30, 2004, if the retirant's designated

beneficiary dies at any time after the retirant
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i i
i 1

£



10
11
12
13

14
.15
16
17
18
19
20
21
22

Page 50

(2)

—it

291
DA
.D.2

H.B. NO.

L

retired, but before the death of the retirant, the
retirant, upon the death of the retirant's designated
beneficiary, shall receive a retirement allowance,
including cumulative post retirement allowances,
calculated as if the retirant had selected the maximum
retirement allowance to which the retirant is
entitled;

Option B: A reduced allowance payable to the member,
then upon the member's death, the same allowance,
including cumulative post retirement allowances, paid
to the member's beneficiary designated by the member
at the time of retirement, for the life of the

beneficiaryf+]. If the beneficiary dies prior to the

retirant, all further payments shall cease upon the

death of the retirant; provided that for members

retiring after November 30, 2004, if the retirant's
designated beneficiary dies at any time after the
retirant retired, but before the death of the
retirant, the retirant, upon the death of the-
retirant 's designated beneficiary, shall receive a
retirement allowance, including cumulative post

retirement allowances, calculated as if the retirant
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had selected the maximum retirement allowance to which
the retirant is entitled; or
{3} Option C: A reduced allowance payable to the mewmber,

and [{f—the-member-dies] upon the death of the

retirant within ten years of retirement, the same

allowance, including cumulative post retirement

allowances, paid to the [mewbexip] retirant's

designated beneficiary, or otherwise to the retirant's

estate for the balance of the ten-year period. If the

retirant returns to service requiring active

membership in the system and the retirant is

reenrolled as an active member, running of the ten-

yvear period will be suspended until the member again

retires,
Only one beneficiary shall be designated under options A [and],
Bi{~], and C. The beneficiary designated under option A or B
shall be a natural person, and benefits undexr option A or B
shall only be paid to a natural person. To receive benefits,
the beneficiary shall have been designated by the member in the
form and manner prescribed by the board.

(b} Upon a member's retirement:
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The member's election of a retirement allowance option
ghall be irrevocable; and

The member's designation of a beneficiary shall be
irrevocable if the retirément allowance option elected
by the member is option A or B.

No election by a member under this section shall take

effect unless:

(1)

The spouse or reciprocal beneficiary of the member is

furnished written notification that:

{A) Specifies the retirement date, the benefit optiecn
selected, and the beneficiary designated by the |
member; | |

(B} Provides information indicating the effect of the

| election; and

{C} 1Is determined adeguate by rules [established]

adopted by the board [pursusnt—te] in accordance

with chapter 91; [e=x]

'{2} The member selects option A or option B and designates
the spouse or reciprocal beneficiary as the
beneficiary; or

321291 sD2 07-3981.doc
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It is established to the satisfaction of the board
that the notice required under paragraph (1) capnot be
provided because:

(A) There is no spouse or reciprocal beneficiary;

{B) The spouse or reciprocal beneficiary cannot be
located;

{C) The member has failed to notify the system that
the member has a spouse or reciprocal
beneficiary, or has failed to provide the system
with the name and address of the member's spouse
or reciprocal beneficiary; or

{(p) ©f other reasons, as established by [rules—ef

£he] board [pursuant—te] rules adopted in

accordance with chapter 91,

Any notice provided to a spouse or reciprocal

beneficiary, or determination that the notification of

a spouse or reciprocal beneficiary cannot be provided,

shall be effective only with respect to that spouse or
reciprocal beneficiary. The system shall rely upon
the representations made by a member as to whether the

member has a spouse or reciprocal beneficiary and the
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name and address of the membex‘é spouse or reciprocal
beneficiary.

{d) Each member, within a reasonable period.of time before
the member’s retirement date, shall be provided a written
explanaticn of:

(1) The terms and conditions of the various benefit

sptiona;

(2) The rights of the member's spouse or reciprocal
beneficiary under subsection {(c)} to be notified of the
member’s election of a benefit option; and

{3} The wember's right to make, and the effect of, a
revocation of an election of a benefit option.

(e} The system shall not be liable for any false
statements made ;e the system by the member or by thé member's
employer.

(£} If a member dies after the date of the filing of the
member's written application to retire, but prior to the
retirement date designated by the member, and, if the member was
eligible to retire on the date of the member's death, the

member's designated beneficiary may elect to receive either:
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{1) An allowance that would have been payable if the
member had retired and had elected to receive a
retirement allowance under option B; or

{2) The allowance under the option selected by the member
which would have been payable had the member retired.

The effective date of the member's retirement shall be the first
day of a wmonth, except for the month of December when the

effective date of retirement may be on the first or last day of
the month, and shall be no earlier than the later of thirty days

from the date the member's retirement application was filed or

-the day following the member's date of death. The election may

not be made if, at the time of the member's death, there are
individuals who are eligible to receive death benefits under
section 88-286 (¢) who have made a claim for the benefits;
provided that, if the designated beneficiary is an individual
eligible to recéiva benefits under section 88-286{c), the
designated beneficiary may receive beneﬁits pursuant to an

election made under this section pending disposition of the

claim for benefits under section 88~286(c). [Neoe-death-bencfite

benefits are payable under section 88-286(c), the death benefits

229}. 52 IJRB 0?_3981-6;0‘: 2}




10
11
12
13
14
15
16
17
18
19
20
21

22

=

2

91
D
D

Pege 20 | H.B. NO.

0N

o
.2

*
»

shall be in lieu of any benefits payable pursuant to this
section. |

{(g) 1If the retirant dies within one year after the date of
retirement, the retirant's designated beneficiary may elect to
receive either:

{1) The death benefit under the retirement allowance

option selected by the retirant; ox

(2) The death benefit under option B[+—prewvided-that-the

to-the-eystem+], less the difference between the

benefit that the retirant received and the benefit

that would have been payable to the retirant had the

retirant elected to receive a retirement allowance

under option B; provided that if the retirant would

not have been permitted by applicable law or the rules

of the board to name the designated beneficiary as

beneficiary under option B, the aésignateé beneficiary

may elect to receive the death benefit undexr optiom A,

1ess the difference between the benefit that the
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retirant received and the benefit that would have been

payable to the retirant had the retirant elected to

receive a retirement allowance undexr option A.

{h}) The increase in the retirant's benefit under options A
and B upon the death of the retirant's designated beneficiary |
shall be effective the first day of the month following the date
of death of the designated beneficiary. The retirant shall
notify the system in writing and provide a certified copy of the
beneficiary's death certificate. The system sﬁall make
retroactive benefit payments to the retirant, not to exceed six
months from the date the written notification and the certified
copy of the death certificate are received by the system. The

retroactive payments shall be without interest.

(1} A claim under this section by a retirant's or member's

beneficiary for benefits upon the death of a retirant or member

shall be filed no later than three years from the date of the

retirant's or member’'s death."

SECTION 21. Section 88-301, Hawail Revised Statutes, is
amended to read as follows:

*§88-301 Applicability. The following provisions of part
II of this chapter shall apply to this part:

(1} Subpart A;

HB:LESI SD2 LRB 07-3981.doc
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{2) Subpart B, except sections 88-45, 88-46, 88-48, 88-52,
88-59, 88-59.5, 88-59.6, 88-61, and 88-62;
{3) Subpart C, except sections 88-71, 88-72, 88-73, 88-74,
g88-74.6, 88-75, B88-76, 88-79, 88-80, BB-83, 88—8.4, 88-
85, 88-88, [88-85] BB-96, B8-97, and 88-98;
{(4) Subpart D; and
{5) Subpart E."
SECTION 22. Section 88-322, Hawaill Revised Statutes, is
amended as follows:
{1} By amending subsection (b) to read as follows:
"{b) All c¢lass A and class B credited service of class A
or class B members who make the election to become class H
members pursuant to section 88-321(a) shall be converted to
class H creditéd service. The cost of the conversion of class A
or class B credited service shall be the member's accumulated
contributions as of the date of conversion. Verified membership
service credit paid for pursuant to section 88-59 under an
irrevocable payroll authorization entered into priecr to July 1,
2006, shall be credited as class H credited service. Class A
and class B members who are in service on June 30, 2006, and
make the election to become class H members pursuant to section
88-321(a) shall have the option to convert some or all of their
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class C credited service, as of June 30, 2006, to class H
credited service by paying, in the manner provided in subsection
{d}, the full actuarial cost of the conversion as of [June—30-

2606-] the last day of the sixth calendar month preceding the

date of the notice described in subsection {(e). The option to

convert class C credited service to class H credited service
shall also apply: |
{1) To forfeited credit for previous service that a member
is eligible to have restored as of June 30, 2006; and
(2) To membership service credit that a member is eligible
| to claim under section 88-272(4) to (6) as of June 30,
2006;
provided that the membexr shall claim the forfeited service
credit and the membership service credit by the date established
by the board at a meeting held pursuant to chapter 92."
{2} By amending subsection (f) to read as follows:
" (f) The actuarial cost of converting a member's class C
credited service to class H credited service under subsections
{a) and (b) shall be bhased on the member's éctual age in full

years as of [June-30,-2086+] the last day of the sixth calendar

month preceding the date of the notice described in subsection

{e}, and on the membexr's monthly base salary or monthly basic
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rate of pay as of [June-38,—2066+] the last day of the sixth

calendar month preceding the date of the notice described in

subsection (e), exclusive of overtime, differentials,
supplementary payments, bonuses, and salary suppleménts, but
including elective salary reduction contributions under sections
125, 403(b), and 457(b) of the Internal Revenue Code of 1986, as
amended. "

 SECTION 23. Section 88-333, Hawaii Revised Statutes, is
amended to read as follows:

"§88-333 Election of retirement allowance option. (a}

Upon retirement:

(1} Any class H member may elect to receive the maximum
retirement allowance to which the member is entitled,
computed in accordance with the previsiaﬁs described
under section 88-332, 88-335, or 88-337, and if the
member elects to receive the maximum retirement

allowance, in the event of the [memberis] retirant's

death, there shall be paid to the [memberls]

retirant's designated beneficiary, or otherwise to the

[membexris] the retirant's estate, the difference

between [&he]:
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The balance of the member's accumulated

|

contributions at the time of the member's
retirement; and [thel

The retirement allowance and the post retirement

iy
z

|

allowances paid or payable to the [membesx]

retirant prior to death; or

{2) In lieu of the maximum allowance to which the member
is entitled, computed in accordance with the
provisions described under seétian 88-332, 88-335, or
88-337, the member may elect to receiﬁe the member's
retirement allowance under any one of the options
described in section 88-83, which shall be actuarially
equivalent to the maximum allowance.

To receive benefits, the beneficiary shall have been
designated by the member in the form and manner prescribed by
the board.

(b} If a class H member dies after the date of the filing
of the member's written application to retire but prior to the
retirement date designated by the member, andl+] if the member
was eligible to retire on the date of the member's death, the
member's designated beneficiary, or otherwise the personal
representative of the member's estate, may elect to receive
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eithef the death benefit under section 88-338 or the allowance
under the option selected by the member that would have been
payable had the member retired. The effective date of the
member's retirement shall be the first day of a month, except
for the month of December when the effective date of retirement
may be on the first or last day of the month, and shall be no
earlier than the later of thirty days from the date the member's

retirement application was filed or the‘day following the

member's date of death. The election may not be made if, at the

time of the member's death, there are individuals who are

eligible to receive death benefits under section 88-33% who have

made a claim for the benefits; provided that, if the designated

beneficiary is an individual eligible to receive benefits under

section 88-339, the designated beneficiary may receive benefits

pursuant to an election made under this section pending

disposition of the claim for benefits under section 88-339. If

death benefits are payable under section 88-339%, the death

benefits shall be in lieu of any benefits payable pursuant to

this section.

(¢} If a retirant dies within one year after the date of
retirement, the retirant's designated beneficiary may elect to

receive either the death benefit under the retirement allowance

331291 SDZ LRB 07-3981.doc
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option selected by the [membex;] retirant or the benefits that
would have been paid under seétion £8-338 had the retirant died

immediately prior to retirement, less any payments received by

the retirant[+]; provided that the degignated beneficiary may

not elect to receive benefits under option 2 of section 88-83 if

the retirant would not have been permitted by applicable law or

by the rules of the board to name the designated beneficiary as

beneficiary under option 2.

{d) Upon a member's retirement:

(1) The member's election of a retirement allowance option
shall be irrevocable; and

{2) The member's designation of a beneficiary shall be
irrevocable if the retirement allowance option elected
by the member is:

(A) Option 2 or 3 described in section 88-83;

(B} An option that includes option 2 or 3.in
combination with some other form of benefit
payment: or

()} Any other option for which the actuarial
equivalent of the option to the maximum
retirement allowance is determined at the time of
the member's retirement based in whole or in part

331231 SD2 LRB 07-3981.doc
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on the age of the member's designated

beneficiary.

{e} No election by a member under this section shall take

effect unless:

(1) The spouse ox reciprocal beneficiary of the member is
furnished written notification that:

(A} Specifies the retirement date, the benefit option
selected, and the beneficiaxy designated by the
member;

{(B) Provides information indicaﬁing the effect of the
election; and

{C) 1Ie determined adequate by rules adopted by the
board in accordance with chapter 91;

(2) The member selects option 2 or option 3 under section
88-83 and designates the spouse or reciproéal
beneficiary as the beneficiary; or

(3) It is established to the satisfaction of the board
that the notice required under paragraéh {1} cannot be
provided because:

(A} There is no spouse or reciprocal beneficiary;

(B) The spouse or reciprocal beneficiary cannot be
located;
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{(C) The member hés failed to notify the system that
the member has a spouse or reciprocal
beneficiary, or has failed to provide the system
with the name and address of the member's gpouse
or reciprocal beneficiary; or

{D) Of other reasons, as establishé& by board rules
adopted in accordance with chapter 91.

Any notice provided to a spouse or reciprocal beneficiary,
or determination that the notification of a spouse or reciprocal
beneficiary cannot be provided shall be effective only with
respect to that spouse or reciprocal beneficiary. The system
shéll rely upon the representations made by a member as to
whether the member has a spouse or reciprocal beneficiary and
the name and address of the member's spouse or reciprocal
beneficiary. E?he—E?ﬂ%em~&h&%%"ﬁ6%mbém&ééb%é*@ﬁ%ﬂ&ﬂf“@&%ﬁe
statemente—made-by—-the-wmenber—]

{(f} Each member, within a reasonable period of time before
the member's retirement date, shall be provided a written
explanation of:

{1) The terms and conditions of the various benefit

options;

H31291 SDQ LRB 07-3981. doc
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{2) The rights of the member's spouse or reciprocal
beneficiary under subsection (e) to be notified of the
member's election of a benefit option; and

{3} The member's right to make, and the effect of, a
revocation of an election of a benefit option.

{g} The system shall not be liable for any false

statements made to the syétem by the member or by the member's
employer.

(h) The increase in the retirant's benefit under options

2, 3, and, if applicable, 4, described in section 88-83, upon

the death of the retirant's designated beneficiary shall be

effective the first day of the month following the date of death

of the designated beneficiary. The retirant shall notify the

system in writing and provide a certified copy of the

beneficiary's death certificate. The system shall make

retroactive benefit payments to the retirant, not to exceed six

months from the date the written notification and the certified

copy of the death certificate are received by the system. The

retroactive payments shall be without interest.

(i) A claim under this section by a retirant's or member's

beneficiary for benefits upon the death of a retirant or member
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gshall be filed no later than three vears from the date of the

retirant's or member's death."

SECTION 24. Sectian 88-334, Hawaii Reviged Statutes, is
amended by amending subsection (b) to read as follows:

* (b} Upon approval by the board, the mewber shall receive
an ordinary disability retirement benefit no earlier than thirty
days from the date the application was filed or the date the
member terminated service, whichever is later. [Retixement] A

member whose application for an ordinary disability retirement

allowance is approyed by the board while the member is still in

service may terminate service and retire at any time following

the approval; provided that retirement shall become effective on

the first day of [a] the monthl+] following the month the

applicant terminates employment or goes off the payroll, except

for the month of December when retirement on the first or last
day of the mcnth'shall be allowed.”

SECTION 25. Section 88-336, Hawaii Revised Statutes, is
amended by amending subsection {a) to read as follows:

* (a) Upon application of a class H member, or the person
appointed by the family court as guardian of an incapacitated
member, any class H member who has been permanently
incapacitated for duty as the natural and proximate result of an
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accident occurring while in the actual performance of duty at -

some definite time and place, or as the cumulative result of

‘some occupational hazard, through no wilful negligence on the

member's part, may be retired by the board for service-connected
digability; pravide@ that:

(1) In the case of an accident occurring after July 1,
1963, the employer shall file with the system a copy
of the employer's report of the accident submitted to
the director of labor and industrial relations;

{2) An application for retirement is filed witﬁ the system
within two years of the date of the accident, or the
date upon which workers' compensation benefits cease,
whichever is later;

{3) Certification is made by the head of the agency in
which the member is employed, #tating the time, place,
and conditions of the service performed by the member
resulting in the member's disability and that the
disability was not the result of wilful negligence on
the part of the member; and |

{4) The medical board certifies that the member is

incapacitated for the further performance of duty at
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the time of application and that the member's

incapacity is likely to be permanent."

SECTION 26. Section 88-338, Hawaiil Revised Statutes, is

amended by amending subsection (a) to read as follows:

" {a)

Upon receipt by the system of proper proof of a class

H member's death occurring in service or while on authorized

leave without pay and if no pension is payable undet section

88-339, there shall be paid to the member's designated

beneficiary an ordinary death benefit as follows:

(1)

(2)

(3}

If the member had less than five years of credited
sexvice at the time of death, the member's accumulated
contributions shall be paid to the member's designated
beneficiary; |

If the member had five or more years of credited
service at the time of death, an amount equal to the
member's hypothetical account balance shall be paid to
the member's designated beneficiary;

If the member had ten or more years of credited
service at the time of death, the member's designated
beneficiary may elect to receive in lieu of any other
payment provided in this section, tﬁe allowance that

would have been payable as if the member had retired
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on the first day of a month following the member's
death, except for the month of Décember when
retirement on the first or last day of the month shall
be allowed. Benefits payable under this paragraph
ghall be calculated under option 3 of section 88-83
and computed on the basig of section [88-335+] 88-332,

unreduced for age; or

If the member was eligible for service retirement at
the time of death, the member's designateé beneficiary
may elect to receive in lieu of any other payment
provided in this section, the allowance that would
have been payable as if the member had retired on the
first day of a month following the member's death,
except for the month of December when retirement on
the first or last day of the month shall be allowed.
Benefits payable under this paragraph shall be
calculated under option 2 of section 88-83[+] and

computed on the basis of section 88-332."

SECTION 27. Section 88-342, Hawail Revised Statntes, is

amended by amending subsection (a} to read as follows:

*{a)

When a former class H member who does not have vested

benefit status returns to service, the former member shall
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become a member in the same manner and under the same conditions
as anyone first entering service and, except as provided in
subsection (b), to be eligible for any benefit, the member shall
fulfill the membership service requirements for the benefit
through membership service after again becoming a member in
addition to meeting any other eligibility requirement
establisheé for the benefit; provided that the memberéhip
service requirement shall be exclusive of any former service

acquired in accordance with section 88-324 or any other section

in [&his] partl<s] II, VII, or VIII.®

SECTION 28. Section 88-344, Hawaii Revised statutes, is
amended to read as follows:

"§88-344 Return to service of a retirant. (a) Any
retirant who retired under the provisions of [part—Iii-ef-this
ehapter] this part and returns to service requiring active
membership in the system as a class H member shall be #eenrolled
as an active member, and the retirant's retirement allowance
shall be suspended. When the member again retires, the
retirement allowance shall be the sum of:

(1) The allowance to which the member was entitled under

‘the retirement allowance option selected when the
member previously retired and which was suspgnded; and

HB1291 SD2 LRB 07-398l1.doc u
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For the period of service during the member's
reemployment, the allowance to which the member is
entitled for that service based on the retirement
allowance option initially selected and computed for
the member's age, average final compensation, and
other factors in accordance with the benefit formula

of a class H member under section 88-332 in existence

at the time of the member's final retirement.

Any retirant who retired under [part—VEIEE] the

provisions of this part and returns to service requiring active

membership in the system as a class A or class B member shall be

reenrolled as an active member, and the retirant's retirement

allgwance_shall be suspended. When the member again retires,

the retirement allowance shall be the sum of:

{1}

{2}

The allowance to which the member was entitled under
the retirement allowance option selected when the
member previously retired and which was suspended; and
For the period of service during the member's
reemployment, the allowance to which the member is
entitled for that service based on the retirement
allowance option initially selected and computed for

the member's age, average final compensation, and
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other factors in accordance with the benefit formula

of a class A or class B member under section 88-74 in

existence at the time of the member's final
retirement.

Any retirant who received the special retirement

incentive benefit under Act 253, Session Laws of Hawaii 2000, as

amended by Act 131, Session Laws of Hawaii 2002, and is

reemployed by the State or a county in any capacity shall:

(1)
(2}

(d)

Have the retiran;'s retirement allowance suspended;
Forfeit the special retirement incentive benefit and
any related benefit provided by [ehapter—88+] this
chapter; and

Be subject to the age and service reguirements under
section 88-331 when the member again retires.

I1f a retirant's designation of beneficiary was

irrevocable upon the retirant's initial retirement, the retirant

may not change the retirant's designated beneficiary when the

retirant returns to service or when the forwer retirant again

retires.

{e)

A retirant who returns to service shall not be

considered to be "in service", for the purposes of section

88-334,

88-336, B8-338, or 88~339, or any other provision of

HB1291 SD2 LRB 07-39881.doc n
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this chaptexr providing for benefits arising out of the

disability or death of a member. A retirant who returns to

service and dies during the period of reemployment shall be

congidered to have retired again effective as of the first day

of the month following the month in which the death occurs,

except for death during the month of December when the effective

date of retirement may be the last day of the month.

{4+e}] {(£) The board shall adopt any rules as may be

- regquired to administer [£he—-purpeses—ef] this section.”

SECTION 29. Section 88-72, Hawaii Revised Statutes, is

repealed.

SECTION 30. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored.

SECTION 31. This Act shall take effect on July 1, 2007;
provided that sections 11, 12, and 24 shall be effective

retroactive to July 1, 2006.
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APPROVED this 27 day of JUN , 2007

GOVERNOR OF THE STATE OF HAWAII



